ABSTRACT
INTRODUCTION
A tax audit involves an independent test of the returns handed over by taxpayers to the tax office to represent the tax compliance. The role of an audit program in a modern tax administration extends beyond merely collecting tax revenue (Biber, 2010) . Besides having a comprehensive legal framework, a well-defined organizational and management process, and a compliant taxpayer, the effectiveness of tax audit programs also depends on the actions and reactions of tax auditors to the actual tax audit environment (Long and Swingen, 1991; Bahl and Bird, 2008) .
A tax audit under the provisions of section 44AB of the Income Tax Act, 1961 in Malaysia is defined as an equitable, fair and transparent tax administration by which the public's confidence enhanced in the tax governance.
Tax compliance regulations must be installed in a way any non-compliance and tax evasion should be prosecuted based on the Malaysian Income Tax Act 1967 (ITA). According to the Malaysian Self-Assessment System, the tax Asian Development Policy Review ISSN(e): 2313-8343/ISSN(p) audit set as the critical task of the Inland Revenue Board of Malaysia (IRBM). The voluntary compliance with the tax regulations is encouraged in the ITA. Tax audit include every taxpayer at any time and it does not present taxpayer who is under audit has done an offence. The IRBM has designed a framework to secure tax audits are run in a transparent, effective and fair way. It presents the duties and responsibilities of tax auditors, taxpayers. The concept will help tax auditor to perform their duties efficiently and will lead taxpayers for compliance.
Tax audit needs an examination of a taxpayer's personal and businesses transactions to ensure the fair amount of income is declared and the proper amount of tax is charged accordingly.
During a tax audit, the IRBM will check the taxpayer's financial issues to ensure the fair tax amount is paid and that the taxpayers are complying with the tax rules and legislation. With the introduction of the Self-Assessment System (SAS), taxpayers are expected to file their tax returns correctly and accurately while the relevant supporting documentation should be kept for future verification by the IRBM.
PROCESSES AND ISSUES IDENTIFIED UNDER A TAX AUDIT
All companies will be tax audited at some points as tax audit is a part of the compliance system under the SAS.
The IRBM may rely on certain criteria such as industry focus, period since last audit, geographical location and other criteria in selecting companies for tax audits.
The Audit Process

The Conduct of an Audit
A tax audit involves various interrelated parts that need to be well understood in order for one to deal with the entire process effectively and efficiently:
Prior to the Tax Audit
Taxpayers' tax returns and tax files are allocated to the IRB auditor assigned to the case. The auditor may review the taxpayer's background and financial information to gather certain facts and data to enable them to identify some key focus areas. This data may be from the taxpayer's own records or from public sources. Closer to the tax field audit visit, the IRB may request for further financial or company information to be provided to them.
The Tax Audit
The IRB will normally conduct an audit visit for 2 or 3 days at the taxpayer's premise and may extend the period in more complex cases. During the audit visit, the taxpayer's records are checked and interviews are conducted.
Post Tax Audit
Following the audit visit, the IRB will review the documents obtained during the visit and may request for additional documents and information. The auditor may then document the audit findings or request additional information. Specific tax issues may be raised or clarification sought.
Some of the Common Tax Issues Identified by the Tax Auditors (From the Perspective of Tax Auditors)

Deductibility of expenditure: A common problem faced by taxpayers is the availability of documentation to support an expenditure.
Incentive claims: Taxpayers need to ensure that they are eligible for the incentive, able to substantiate the incentive claims made over the period, and that the relevant documentation is available.
Withholding tax: In managing withholding tax issues, taxpayers need to be aware of the position adopted on the payments to non-residents.  Loss making companies: Companies making a loss may also be chosen for audits, especially if they show losses over several consecutive years.
 Taxpayers' disputes: If taxpayer disagrees with the result of audit, it can be first sent to the IRBM to review.
The IRB will re-audit and if after the reassessment the IRB rejects the appeal, the taxpayer can raise the issue to the Malaysian Special Commissioner of Income Tax.
Withholding documentation or information: Refusal and delay to provide the relevant documents and accounting books or other records that are required by the tax auditor, ignorance and a lack of assistance to the tax auditor are also an offense.
Discussion on the Issues Identified
The length of time taken for a discussion with the IRBM could vary depending on the complexity of the issues raised and the availability of the supporting documentation. This step is crucial as it can lead to either a satisfactory conclusion for the taxpayer, or can result in differing opinions developing between the IRBM and the taxpayer. In order to achieve a satisfactory result, a taxpayer needs to understand the issues raised by the IRBM. The taxpayer should provide the necessary information and documentation needed to address the specific matters raised. It is also necessary to communicate the technical positions adopted by the taxpayer, supported with the relevant legislation. All incomes should be declared and all statements of income should be retained, as well as all expenditure receipts relevant to deduction claims for the last seven years.
Tax Developments
Public Rulings
Public rulings are issued by the IRBM to provide guidance for the public and the officers of the Inland Revenue
Board. In a tax audit, the IRBM will adopt positions that are in accordance with the Public Rulings as they are binding on the IRBM but not on the taxpayers, since Public Rulings are not legislation. However, taxpayers should have reasonable legal grounds to support their positions which are different from that of the Public Ruling.
The Tax Audit Framework
The Tax Audit Framework was first introduced on January 1st, 2007 and the updated Framework was issued on January 1st, 2009. The Framework was introduced to address concerns and questions raised by the taxpayers about the reasoning and the methods that the IRBM were conducting tax audits.
Penalties
Upon submission of the tax return, for any subsequent amendments which result in additional tax liabilities, a penalty will be equal to the amount of tax undercharged (100%) imposed. If there is a discovery of an omission and understatement of revenue, there will be an additional tax liability under Sec. 113(2) of ITA. The IRBM may charge a lower penalty rate of 45% for the first offence.
For repeated offences, the penalty rate will be increased by 10% with compared to the last penalty rate charged for the previous offence. This is however, limited to a sum of not above 100% of the amount of tax undercharged. A penalty of between 10% and 30% may be imposed for voluntary disclosure by the taxpayer prior to the case being selected for an audit. A penalty of 35% could be enforced before the commencement of the audit, but after the taxpayer has been informed. The question here is whether the penalty under Sec. 113(2) of ITA should be imposed in instances where the taxpayer has acted in good faith. During an audit, the burden of proof lies with the taxpayer and it is important for taxpayers to show that they have acted in good faith on the positions adopted in their tax returns.
Tax audits are a common event and are conducted by the IRBM in an organized and orderly fashion. The aim is to ensure that taxpayers pay their taxes correctly. However, there are instances where tax adjustments imposed by the IRBM can lead to differences in opinion resulting in appeals to the IRB or to the courts. It would be preferable that the IRBM be somewhat flexible, to listen to the viewpoints expressed by the taxpayers on their interpretation of the law, and to provide greater leeway in terms of documentation and evidence to support the positions adopted by taxpayers. Taking a rigid position may result in greater tax collection but in the long run such actions could be viewed by the business community and the general public negatively.
LITERATURE REVIEW
The way in which tax auditors interact with taxpayers during an audit may affect their compliance in the future.
For example, if taxpayers are treated respectfully during an audit, taxpayers may have a more motivation to comply voluntarily and if taxpayers trust the tax auditors, taxpayers will likely comply voluntarily with the auditor's requirements (Isa and Pope, 2010) . The particular impact of assessment audits alludes to an increase of intentional compliance by guaranteeing that audited taxpayers consent to the procurement of the present day laws and regulations. The unique deterrent effect of tax audits shows more voluntary compliance by leading taxpayers whom were audited, toward the current tax laws and regulations. Tax audits help the auditors to teach taxpayers on the application of tax laws and regulations. This will improve record-keeping and to identify areas of tax rules which taxpayers may be unaware of it Organization for Economic Cooperation and Development (2006) . According to a survey in Malaysia, it showed that among business taxpayers more than 50 percent seemed to have a misunderstandings that tax audits were either set to recover more tax or noncompliance punishments (Choong and Ling, 2008) . In addition, assessment audits permit and encourage auditors to educate the taxpayers on the utilization of duty laws, to identify changes needed for record-keeping, and to distinguish regions of expense laws on which taxpayers need illumination (OECD, 2006) . However, a study of business taxpayers in Malaysia demonstrates that more than 50 percent of their respondents appeared to have been misguided. From their perspective, duty audits are either expected to identify assessment, to recover more duty, or to punish noncompliance (Choong and Ling, 2008) .
The route which instructs auditors to collaborate with taxpayers during an audit may impact the compliance and conduct of the taxpayers later. For instance, if taxpayers are approached with respect during an audit, taxpayers may be more motivated and likely to comply intentionally (Isa and Pope, 2010) .
TAX PRACTITIONERS' PERCEPTION ON TAX AUDITS: SURVEY EVIDENCE IN MALAYSIA
Methodology
This study is based on secondary data which adopts a quantitative methodology as its research approach and is based on quantifiable data and extends its results. We also consider the prevalence of different opinions and views in our sample. A survey should include a pretest and a pilot test before being distributed to potential respondents (Hair et al., 2007) . A questionnaire was designed to collect data involving three sampling methods of stratified random, random and snowball. A snowball sampling involves a series of referrals which are made within a circle of people who may know each other (Biernacki and Waldorf, 1981) . merchandising and 2% manufacturing industries. About 62% of the companies indicated that their business' annual turnover was less than RM500,000. 18% of businesses earned between RM500,001 and RM800,000. The remaining 20% were generating an annual turnover above RM800,000.
Figure-2. Industries in Selangor
Observations and Findings
According to the survey's results, 70% of CFOs looked at tax audits as a process for more tax recovery or a threat. According to the CFOs, the tax auditors look at the clients as tax evasion doers and the audit is only to capture the fraudsters. According to Choong and Ling (2008) more educational tax campaigns in the mass media are needed to educate the Malaysian tax paying public on the primary objectives of tax audits.
Regarding the importance of bookkeeping and taxpayer emphasized by the IRBM, the survey found that 72.4% of the CFOs were not aware that businesses had to be collected and journalized in less than 2 months. This represents that SMEs taxpayers set their businesses' book keeping as the last priority. Some small businessmen employed part-time bookkeepers to do the record keeping and accounting (Choong and Ling, 2008) .
All 84 CFOs, 100% agreed with the tax audits as a necessary tools for avoiding tax evasion. They were concerned of professionalism of tax auditors who did not act professionally in the course of the tax audit. 
CONCLUSION
The IRBM should treat taxpayers equally but if finds any non-compliance from some delinquent taxpayers, it should track them down otherwise inequity treatment by IRBM will discourage majority who pay their taxes promptly and in full. If the IRBM administrates tax audits more effectively, it encourages many taxpayers toward full compliance if it brings fewer deadbeats who evades tax.
This survey found that the majority of the CFOs looked at tax audits as more tax recovery and a prosecution threat in case of tax evasion. It sounds that Malaysian CFOs are not well educated and ready for setting tax budgets and tax planning though the SAS started long time ago in 2001 in Malaysia. They may carry a low tax education and tax systematic planning and training. This calls for more improvements and requirements set to CFOs by the IRBM.
Funding: This study received no specific financial support.
Competing Interests: The authors declare that they have no competing interests.
Contributors/Acknowledgement: All authors contributed equally to the conception and design of the study.
